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to our shareholders: 


Gross sales amounted to $147,566,621 in 1966 
as compared to $131,211,342 gross sales in 
1965. Net sales for 1966 amounted to $93,835, 
400 as compared to $81,933,456 net sales for 
1965. 

Income before allowance for federal income 
taxes amounted to $1,828,068 for 1966 as com¬ 
pared to $872,498 for 1965. The net income 
in 1966 amounted to $1,188,068 after allow¬ 
ance of $640,000 for federal income taxes. 
This compares with net income for 1965 of 
$589,998 after allowance of $282,500 for 
federal income taxes. 

Net income in 1966 is equal to $.92 per share 
of common stock as compared with $.46 per 
share earned in 1965. The cash flow for 1966 
amounted to $2.50 per share. Per share amount 
computations are based upon the common 
shares outstanding at the end of the respective 
years. 

Dividend payments were made on a regular 
basis during 1966 at the rate of $.10 per 
common share per quarter or $.40 per common 
share for the year. 

During 1966, your Company continued to 



implement the cost reduction programs begun 
in prior years. After careful study, the de¬ 
cision was made by management to close our 
plant in Detroit and combine its production 
with the production of our other plants. 

As has been true in recent years, 1966 again 
was a very competitive year in all of our 
marketing areas. The competition came from 
both the large national brands and the regional 
brands. Sales prices were subjected to severe 
pressures in many markets, and activities in 
the advertising and promotional fields were 
increased by other brewers. 

During 1966, our management operation was 
substantially strengthened through further 
integration of management at the Company’s 
subsidiary and divisional levels. Departments 
and functions have been combined and 
strengthened to promote efficiencies, and key 
executive positions have been filled by pro¬ 
motions within the organization, as well as 
by introduction of new executive personnel. 
We feel that the Company has built a manage¬ 
ment team capable of directing a maximum 
effort towards meeting the competition that 
can be expected in 1967. 



George K. Bissell Herbert S. Epstein 

Chairman of the Board President 










Associated Brew ing Company and Subsidiaries 
Consolidated Balance Sheets, December 31, 1966 and 1965 


Assets 1966 1965 

Current assets: 

Cash .$ 6,301,325 $ 3,462,983 

Investments, at cost (approximates market) plus accrued interest 4,774,800 

Accounts and notes receivable, net. 6,279,476 5,716,870 

Inventories: 

Beer and ale, at average cost. 2,391,504 2,456,778 

Materials and supplies, at lower of cost (first-in, first-out) 
or market (Note C). 6,751,298 7,049,671 

Prepaid expenses (Note B). 1,997,346 1,621,795 

Total current assets. 23,720,949 25,082,897 

Property, plant and equipment, at cost, 

less accumulated depreciation. 24,992,198 28,937,824 

Deferred charges, net of amortization (Note B). 2,578,546 770,106 


Total assets. $51,291,693 $54,790,827 


The accompanying notes are a part of the financial statements. 



























Liabilities 

1966 

1965 

Current liabilities: 

Current maturities of long-term notes (Note D) 

Accounts payable. 

Accrued liabilities. 

Customers’ deposits on kegs and pallets. 

$ 1,595,000 

5,928,533 

3,396,252 

384,566 

$ 1,595,000 

5,423,200 

3,264,214 

314,980 

Total current liabilities. 

11,304,351 

10,597,394 

Long-term notes (Note D). 

Other long-term obligations. 

Federal income taxes due in future years. 

13,887,500 

646,916 

920,409 

15,482,500 

776,854 

920,409 

Total liabilities. 

26,759,176 

27,777,157 


Stockholders' Equity 

Common stock, $1 par (Notes E and F): 

Authorized, 2,500,000 shares 

Issued, 1,288,725 and 1,277,966 shares, respectively 

Additional paid-in capital (Notes E and F) . . .. 

Earnings retained for use in the business (Note B) 

. . 1,288,725 

9,912,191 

13,331,601 

1,277,966 

9,905,450 

15,830,254 

Total stockholders’ equity. 

24,532,517 

27,013,670 

Total liabilities and stockholders’ equity. 

$51,291,693 

$54,790,827 


The accompanying notes are a part of the financial statements. 






































Associated Brewing Company and Subsidiaries 
Consolidated Statements of Income 



1966 

1965 

Sales. 

. $147,566,621 

$131,211,342 

Less, Federal and state excise taxes. 

53,731,221 

49,277,886 


93,835,400 

81,933,456 

Cost of sales. 

65,762,951 

57,449,375 


28,072,449 

24,484,081 

Marketing, administrative and general expenses 

25,461,583 

22,993,541 

Income from operations after provision for depreciation of 
$2,434,151 in 1966 and $2,481,672 in 1965 . 

2,610,866 

1,490,540 

Other deductions, net of other income. 

782,798 

618,042 

Income before income taxes. 

1,828,068 

872,498 

Provision for federal income taxes (Note B). 

640,000 

282,500 

Net income for the year . 

. $ 1,188,068 

$ 589,998 



Consolidated Statements of Earnings 
Retained for Use in the Business 


Balances, January 1.$15,830,254 $15,595,352 


Net income for the year. 1,188,068 589,998 



17,018,322 

16,185,350 

Cash dividends, $.40 per share. 

(514,123) 

(251,903)* 

Loss arising from closing and disposing of plants net of 
related tax reduction (Note B). 

(3,172,598) 

(103,193) 

Balances, December 31. 

. $13,331,601 

$15,830,254 


*Paid by Drewrys Limited U.S.A. Inc. prior to merger. 
The accompanying notes are a part of the financial statements. 



















































Associated Brewing Company and Subsidiaries 


Consolidated Statement of Changes in Working Capital 


Working capital, January 1, 1966 


$14,485,503 


Additions to working capital by source: 

From operations: 

Net income for the year.$ 1,188,068 

Add, Items charged to income which do not affect 
working capital: 

Depreciation of fixed assets. 2,434,151 

Amortization of deferred charges. 164,510 

Total derived from operations. 3,786,729 

Proceeds from sales of fixed assets, net of gains and 

losses charged to net income above. 119,657 

Proceeds from sale of common stock 

under stock option plan. 17,500 

Changes in other noncurrent items. 32,164 

Net change resulting from transactions related to 

discontinuance of Detroit Plant operations ._ 79,935 

Total additions to working capital. 4,035,985 

Disposition of working capital: 

Additions to property, plant and equipment. 3,040,715 

Payments on long-term notes. 1,595,000 

Expenditures for licensing fees net of adjustment 

for current portions. 955,052 

Dividends paid. 514,123 

Total disposition of working capital... 6,104,890 

Decrease in working capital. 


2,068,905 


Working capital, December 31, 1966 


$12,416,598 


The accompanying notes are a part of the financial statements. 


























Associated Brewing Company and Subsidiaries 

Notes to Consolidated Financial Statements 


Note A: The consolidated financial statements 
include the accounts of Associated Brewing Com¬ 
pany and its wholly owned subsidiary companies. 

Note B: During 1966 the Company discontinued 
its Detroit Plant operations and incurred losses 
on disposition of facilities and other associated 
costs which have been charged to earnings retained 
for use in the business in the amount of $3,172,598 
after deducting $2,460,000, the estimated amount 
by which such losses will reduce federal income 
taxes. Federal income taxes, otherwise payable 
for the current year, have been applied against 
the tax reduction and the remainder, available as 
future tax reductions, is included in the annexed 
balance sheet as prepaid expenses to the extent 
of $640,000 and $1,180,000 is included in deferred 
charges. 

The provision for federal income taxes has been 
reduced by approximately $238,000 for 1966 and 
$124,827 for 1965 as a result of the use of avail¬ 
able investment credits. 

Note C: Customers’ deposits on bottles and car¬ 
tons amounting to $2,818,377 and $2,763,661 as 
at December 31, 1966 and 1965, respectively, 
have been deducted from the related inventory 
accounts. 

Note D: Long-term notes at December 31, 1966 
consisted of: 

Amounts Amounts 
Due Within Due After 

One Year One Year 


Note payable to bank, 

at 6%.$ 640,000 

5H % Senior notes . 500,000 

6% Series A, 

subordinated notes 215,000 

53^ % Series B, 

subordinated notes 215,000 

5% mortgage payable, 

due Feb, 1, 1969 . . 25,000 

Totals $1,595,000 


$ 4,320,000 
5,000,000 

2,140,000 

2,140,000 

287,500 

$13,887,500 


The note payable to the bank is due July 1, 1974. 
Fixed quarterly payments of $160,000 plus interest 
on the unpaid balance are required. 


The Senior, Series A and Series B notes are due 
October 1, 1977. Fixed annual payments of 
$930,000 and additional principal payments of 
one-half of annual consolidated net earnings in 
excess of $1,500,000 are required. 

The note agreements require the Company (1) to 
maintain consolidated working capital of not less 
than $11,000,000 and (2) to limit the total cash 
dividends, purchases of its own stock and certain 
payments on term debt to consolidated net 
income accumulated subsequent to December 31, 
1964 plus $1,000,000. As at December 31, 1966, 
the amount of earnings retained which are free of 
all such restrictions was $1,416,598. 

Holders of the Series A notes hold warrants to 
purchase 30,000 shares of common stock at $16 
per share until October 1, 1972. 

Interest on long-term notes was $975,881 in 1966. 

Note E: Pursuant to the plan of acquisition of 
Hampden-Harvard Breweries, Inc. the Company 
issued an additional 9,358 shares of common stock 
during 1966 and the par value of such shares, 
$9,358, was transferred from additional paid-in 
capital to common stock. There is no further 
commitment under this plan. 

Note F: Under the terms of various stock option 
plans, 68,200 shares of the Company’s common 
stock were reserved for issue to management 
employees. During 1966, options were granted to 
purchase 23,800 shares at $15,875 per share, 
which was 100 per cent of the market price on 
the date of grant, and options for 1,400 shares 
with a market value of $13.50 per share were 
exercised at an option price of $12.50 per share. 
The amount received in excess of the par value 
of such shares, $16,100, has been transferred to 
additional paid-in capital. At December 31, 1966, 
employees held options to purchase 66,600 of the 
reserved shares at prices from $12,185 to $15,875 
per share. Of the options outstanding, 22,000 
shares were exercisable at December 31, 1966. 
All options expire after five to eight years from 
the date of grant. 












Lybrand, Ross Bros. & Montgomery 

Certified Public Accountants 


Coopers 6c Lybrand 


IN AREAS OF THE WORLD 
OUTSIDE THE UNITED STATES 


To the Board of Directors and Stockholders of 
Associated Brewing Company: 


We have examined the consolidated balance sheet of 


Associated Brewing Company and Subsidiaries as at December 31, 1966 
and the related consolidated statements of earnings retained for 
use in the business, income and changes in working capital for the 
year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such 
tests of the accounting records and such other auditing procedures 
as we considered necessary in the circumstances. We previously 
examined and reported upon the financial statements of Associated 
Brewing Company and Subsidiaries for the year ended December 31, 1965. 

In our opinion, the above referred to financial statements 
present fairly the consolidated financial position of Associated 
Brewing Company and Subsidiaries at December 31, 1966 and 1965 and 
the consolidated results of operations and changes in working 
capital for the years then ended, in conformity with generally 
accepted accounting principles applied on a consistent basis. 



Detroit, Michigan 
March 8, 1967 
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